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(e) Repayment and maturity. Q)
Awards made available through loans,
whether recorded as a note payable or
nonmember deposit, must be repaid to
NCUA. All loans will be scheduled for
repayment consistent with sound busi-
ness practices and the objectives of the
Program, but in no case will the term
exceed five years.

(2) Interest payments will be required
semiannually beginning six months
after the initial distribution of a loan.

(3) NCUA may allow flexible repay-
ment of loan principal. Details and spe-
cific provisions will be addressed in the
Notice of Funding Opportunity and
other program materials.

(f) Acceleration. The terms of each
loan agreement will provide for the im-
mediate acceleration of the unpaid bal-
ance for breach or default in perform-
ance by the Participating Credit Union
of the terms or conditions of the loan.
Default and breach include misrepre-
sentation; failure to make interest or
principal payments when due; failure
to file required reports; insolvency of
the Participating Credit Union; and, if
required by NCUA, failure to maintain
adequate matching funds for the dura-
tion of the loan. Other specific causes
of default and breach will be identified
in the loan documents between the
Participating Credit Union and NCUA.
The unpaid balance will also be accel-
erated and immediately due if any part
of the loan funds are improperly used
or if uninvested loan proceeds remain
unused for an unreasonable or unjusti-
fied period of time.

(8) Matching requirements. At its dis-
cretion, NCUA may require a Partici-
pating Credit Union to develop and im-
plement a plan to match all or a por-
tion of the funds represented by loan
proceeds. Such requirement will be
based on the financial condition of the
Participating Credit Union, which will
be evaluated under criteria contained
in the related Notice of Funding Oppor-
tunity. Matching funds must be from
non-governmental member or non-
member share deposits. Participating
Credit TUnions required to provide
matching funds are subject to the fol-
lowing general provisions and any
other conditions in the related Notice
of Funding Opportunity and agree-
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ments between the Participating Cred-
it Union and NCUA:

(1) Loan monies made available gen-
erally must be matched by the Partici-
pating Credit Union in an amount
equal to the loan amount. Any loan
monies matched by nonmember share
deposits are not subject to the 20% lim-
itation on nonmember deposits under
§701.32 of this chapter. Participating
Credit Unions must maintain the in-
crease in the total amount of share de-
posits for the duration of the loan.
Once the loan is repaid, nonmember
share deposits accepted to meet the
matching requirement are subject to
§701.32 of this chapter.

(2) Upon approval of its loan applica-
tion, and before it meets its matching,
if required, a Participating Credit
Union may receive the entire loan
commitment in a single payment. If, at
NCUA’s discretion, any funds are with-
held, the remainder of the funds com-
mitted will be available to the Partici-
pating Credit Union only after it has
documented that it has met the match
requirement.

(3) Failure of a Participating Credit
Union to generate the required match
within the time specified in the loan
documents may result in the reduction
of the 1loan proportionate to the
amount of match actually generated.
Payment of any additional funds ini-
tially approved may be limited as ap-
propriate to reflect the revised amount
of the loan approved. Any funds al-
ready advanced to the Participating
Credit Union in excess of the revised
amount of loan approval must be re-
paid immediately to NCUA. Failure to
repay such funds to NCUA upon de-
mand may result in the default of the
entire loan.

(h) Other terms and conditions. Other
terms and conditions pertaining to
loans, including but not necessarily
limited to duration, repayment obliga-
tions, and covenants, will be specified
in the related Notice of Funding Oppor-
tunity or applicable loan documents to
be signed by the Participating Credit
Union.

§705.6 Application and award proc-
esses.

(a) Notice of Funding Opportunity.
NCUA will publish a Notice of Funding
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Opportunity in the FEDERAL REGISTER,
on applicable government Web sites,
and its own Web site. The Notice of
Funding Opportunity will describe the
loan and technical assistance grant
programs for the period in which funds
are available. It also will announce
special initiatives, the amount of funds
available, funding priorities, permis-
sible uses of funds, funding limits,
deadlines, and other pertinent details.
The Notice of Funding Opportunity
will also advise potential applicants on
how to obtain an Application and re-
lated materials. NCUA may supple-
ment the information contained in the
Notice of Funding Opportunity through
such other media as it determines ap-
propriate, including Letters to Credit
Unions, direct notices to Qualifying
Credit Unions, and announcements on
its Web site.

(b) Application requirements. A Quali-
fying Credit Union must demonstrate a
sound financial position and ability to
manage its day-to-day business affairs.
It also must show that its planned use
of proceeds is consistent with the pur-
pose of the Program, the requirements
of this Part, and the related Notice of
Funding Opportunity. The related No-
tice of Funding Opportunity may in-
clude additional details and require-
ments.

(1) Applications to participate and
qualify for a loan or technical assist-
ance grant under the Program may be
obtained from the National Credit
Union Administration as outlined in
the related Notice of Funding Oppor-
tunity.

(2) With respect to loans, NCUA will
also require a Qualifying Credit Union
to develop and submit a narrative de-
scribing how the Qualifying Credit
Union intends to use the money ob-
tained from the Fund to enhance the
products or services it provides to its
membership and how those enhanced
products or services support the mem-
bership and community served by the
Qualifying Credit Union.

(3) In addition to those items re-
quired in this section, a Qualifying
Credit Union that is a non-federally in-
sured state-chartered credit union
must also include the following:

(i) A copy of its most recent external
audit report;
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(ii) Proof of deposit and surety bond
insurance which states the maximum
insurance levels permitted by the poli-
cies;

(iii) A balance sheet, an income and
expense statement, and a schedule of
delinquent loans, for each of the four
most recent quarter-ends;

(iv) Documentation of the credit
union’s status as a low-income credit
union by the appropriate state super-
visory agency consistent with NCUA
Rules and Regulations at §§701.34(a)
and 741.204(b); and

(v) An agreement to be subject to ex-
amination by NCUA.

(¢c) Evaluation and selection of Quali-
fying Credit Unions. NCUA will gen-
erally evaluate applications submitted
by Qualifying Credit Unions in accord-
ance with the criteria described in this
section. Nothing in this section, how-
ever, precludes NCUA from considering
other criteria included in the related
Notice of Funding Opportunity that
NCUA determines to be necessary
based on the type of funding initiative,
economic environment, or other fac-
tors or conditions that warrant the
evaluation of additional or alternative
criteria. Generally, NCUA will evaluate
complete applications to determine if
the Qualifying Credit Union satisfies
the following:

(1) Financial and Performance. The
Qualifying Credit Union must exhibit a
safe and sound financial condition, in-
cluding a demonstrated ability to per-
form the requirements associated with
the type of award being sought and
compliance with NCUA’s underwriting
standards. In this respect, NCUA will
consider the Qualifying Credit Union’s
long-term financial viability, including
absence of indicators suggesting the
Qualifying Credit Union is a candidate
for merger, a purchase and assumption
transaction, or conservatorship. NCUA
will also consider the Qualifying Credit
Union’s compliance with the provisions
of any previous loan or technical as-
sistance grant received. NCUA may
also consider information concerning
the Qualifying Credit Union to which it
already has access, including informa-
tion obtained through the examination
process and data contained in Call Re-
ports.
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(2) Compatibility. NCUA will evaluate
whether the stated objectives to be ac-
complished through the use of the loan
or technical assistance grant proceeds
conform to the broad purposes and ra-
tionale underlying the Fund. Specifi-
cally, NCUA will consider whether the
award will enable the Qualifying Credit
Union to provide basic financial prod-
ucts and related services to its mem-
bers or enhance its capacity to better
serve its members and the community
in which it operates. NCUA will also
consider whether the use of the finan-
cial award will conform to any applica-
ble funding priority, special initiative,
or special instruction announced in the
related Notice of Funding Opportunity.

(3) Feasibility. NCUA will consider the
likelihood of the Qualifying Credit
Union’s success in accomplishing its
stated objectives, based on its Applica-
tion and the factors NCUA determines
are relevant.

(4) Examination Information and Con-
currence from Regional Director for
Qualifying Federal Credit Unions. In
evaluating the Qualifying Credit
Union, NCUA will consider information
and statements provided by NCUA staff
or State Supervisory Authority staff
that performed the Qualifying Credit
Union’s most recent examination.
NCUA will only provide a loan or a
technical assistance grant to a Quali-
fying Credit Union with the concur-
rence of that credit union’s supervising
Regional Director. Examination infor-
mation for a Qualifying Credit Union
that is a state-chartered credit union is
discussed in §705.8 of this Part.

(d) Requests for additional information.
NCUA will make its funding deter-
minations among the several qualified
Applications based on its discretion
and consideration of which best meet
the priorities and initiatives estab-
lished and announced by NCUA. During
its evaluation process, however, NCUA
may request a Qualifying Credit Union
to provide additional -clarifying or
technical information to support its
application. NCUA may determine not
to provide further consideration of any
Application failing to provide addi-
tional required information.

(e) Timing. NCUA will announce, in
the related Notice of Funding Oppor-
tunity, the deadline for Qualifying
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Credit Unions to submit all required
documentation, including the Applica-
tion. Failure to submit all of the re-
quested information or to submit the
information within the timeframe
specified in the Notice of Funding Op-
portunity, or in the case of requests for
additional clarifying or technical infor-
mation, within the time specified by
NCUA, may result in rejection of the
Application without further consider-
ation.

(f) Notice of Award and Appeals. NCUA
will determine whether an application
meets NCUA'’s standards established by
this Part and the related Notice of
Funding Opportunity. NCUA will pro-
vide written notice to a Qualifying
Credit Union as to whether or not it
has qualified for a loan or technical as-
sistance grant under this Part. A
Qualifying Credit Union whose applica-
tion has been denied for failure of a
qualification may appeal that decision
to the NCUA Board in accordance with
the following:

(1) Within thirty days of its receipt of
a notice of non-qualification, a credit
union may appeal the decision to the
NCUA Board. The scope of the NCUA
Board’s review is limited to the thresh-
old question of qualification and not
the issue of whether, among qualified
applicants, a particular loan or tech-
nical assistance grant is funded.

(2) The foregoing procedure shall
apply only with respect to Applications
received by NCUA during an open pe-
riod in which funds are available and
NCUA has called for Applications. Any
Application submitted by an applicant
during a period in which NCUA has not
called for Applications will be rejected,
except for those Applications sub-
mitted under §705.7 of this section. Any
such rejection shall not be subject to
appeal or review by the NCUA Board.

(g) Disbursement. Before NCUA will
disburse a loan, the Participating Cred-
it Union must sign the loan agreement,
promissory note, and any other loan
related documents. NCUA may, in its
discretion, choose not to disburse the
entire amount of the loan at once.

§705.7 Urgency.

On an emergency basis, subject to
funds availability, NCUA may consider
a funding request from a Qualifying
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